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II. Rates and Payments (continued) 

D. 	 The State assures CMS that the capitated rates will be equal to or less than that cost to 
the agency of providing those same fee-for-service State Plan approved services on a 
fee-for-service basis,to an equivalent non-enrolled population group based upon the 
following methodology. Please attach a description of the negotiated rate setting 
methodology and how the State will ensure that rates are less than the cost in fee-for­
service. See attachment -to Supplement 3 of Attachment3.1A. 

5. X Rates are set at a percent of fee-for-service costs 
6. - Experience-based (contractors/State's cost experience or encounter date) 

(please describe). 
7. - Adjusted community rate (please describe)
8. - Other(pleasedescribe) 

E. X 	 Therateswereset in areasonableandpredictablemanner.Pleaselistthename, 
organizational affiliation of any actuary used, and attestation/description for the 
initial capitation rates. 

No actuary was used. 

F. X 	 TheStatewillsubmitallcapitatedratestotheCMSRegionalOfficeforprior 
approval. 
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IV. Reimbursement Methodology for Programs for All-Inclusive Care for the Elderly (PACE) 

General specifications. The Texas Health and Human Services Commission (HHSC) 
determines the upper payment limits and the reimbursement for each PACE 
contractor. 

Frequency of reimbursement determination. The upper paymentlimits and 
reimbursement rates are determined coincident with the state's biennium. 

Upper paymentlimit determination. There are three upper paymentlimits calculated for 
each PACE contract: one for clients eligible onlyfor Medicaid services (Medicaid-only 
clients), one for clients eligible for both Medicare and Medicaid services (dual-eligible 
clients), and onefor clients eligiblefor only Medicare services as Qualified Medicare 
Beneficiaries (QMBs). An average monthly historical cost per client receiving nursing 
facility and Community Based Alternatives (CBA) services the fee-for-service 
payment system is calculated for the counties served by each PACE contractfor each 
type of upper payment limit for Medicaid-only clients for dual-eligible clients. 

The upper payment limits for Medicaid-only for dual-eligible clients for the 
biennium are calculated for the baseperiod using historical fee-for-service claims 
data and member-month data from the most recent fiscal year of complete 
claims available priorto the state's biennium. 

The historical costs are derived from fee-for-service claims data for clients 
receiving nursing facility services or CBA servicesin the counties served by each 
PACE contract meeting the following criteria: 

(i) age 55 andolder; 
(ii) withMedicarecoverageandwithoutMedicarecoverage;and 
(iii) notreceivingservicesunderthe s t a r + p l u s  managedcareprogram. 

The historical costs include: 

(i)acutecareservices,includinginpatient,outpatient,professionalandother 
acute care services; 

(ii)prescriptions; 
(iii) medicaltransportation; 
(iv) facilitynursing services; 
(v) hospiceservices; 
(Vi) long-term carespecializedservices,such as physical therapy, 

occupational therapy, andspeech therapy; 
(vii) services;CBA 
(Viii) Primary HomeCare(includingFamilyCare)services;and 
(ix)DayActivityandHealthServices. 
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To determine an average monthly historical costfor the counties served by each 
PACE contract, the total historical fee-for-service claims for the counties 
served by each PACE contract are divided by the number of member monthsfor 
the counties servedby each PACE contract. 

To the average monthlyhistorical cost per client is added aper member month 
amount for: 

(i) 	 processingclaimsbasedonthestate’scost to processclaimsunderthe 
fee-for-service payment system;and 

(ii) 	 casemanagementbasedonthestate’scost to providecase 
management under the fee-for service payment systemfor CBA clients. 

The sum of the average monthly historicalcost per clientfor each PACE contract 
and the amountsfrom (5) above are projectedfrom the claims data base period 
identified in (c)(l) to therate period to account for anticipated changesin costs 
for each PACE contract. The methodology used for trending historical costsfor 
calculating PACE UPLs and rates is comparableto that usedfor trending fee-for­
service costs. 

(d) 	 The upper payment limit for QMBs is determined ona statewide basis using the average 
cost incurred by Medicaid for Medicare co-insurance and deductibles. 

(e) 	 Payment rate determination. There are three reimbursement rates calculated for each 
PACE contract: onefor clients eligible onlyfor Medicaid services, onefor clients eligible 
for both Medicare and Medicaid services, and for clients eligiblefor only Medicare 
services as Qualified Medicare Beneficiaries (QMBs). The payment rates for each of the 
three categories of clients for each PACE contract are determined by multiplying the 
upper payment limits calculatedfor each PACE contract by0.95. 

(f) 	 Reporting of cost.HHSCmayrequirethePACEcontractor to submitfinancialand 
statistical informationon a cost report or in a survey format designated by HHSC. Cost 
report completion is governed by the requirements of the Cost Determination Process. 
HHSC may also require the PACE contractorto submit audited financial statements. 


